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Capital Expenditures in Massachusetts 


SMALL INCREASE PLANNED FOR 1957 


Massachusetts manufacturers will continue to expand and replace their plant 
and equipment at a rapid pace during 1957. They plan to spend $288 million for 
new plant and equipment this year, $2 million more than they spent in 1956. The 
continued high rate of spending reflects confidence of manufacturers in the future 
prospects of doing business in Massachusetts. A breakdown of spending by industry 
groups is shown in the accompanying table. 

Though total capital expenditures planned by Massachusetts industries this year 
exceed those of 1956 by only one per cent, outlays for expansion purposes will rise 
eight per cent. On a nationwide basis, total capital investment by manufacturers 
is expected to increase 9.8 per cent, according to the estimates prepared jointly by 
the Department of Commerce and Securities Exchange Commission. Last year, 
such spending rose 30 per cent in Massachusetts and 31 per cent in the nation. 

Durable-goods manufacturers will account for 61 per cent of total outlays of all 
Massachusetts manufacturers this year. This group accounted for only 51 per cent 
of all capital investment in the state last year. The greatest increase, both in dollar 
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and per cent terms, is planned by the 
transportation-equipment industry. The increase 
is largely a result of the planned expansion in 
shipbuilding in the state. “The hard-goods indus- 
tries employ 43 per cent of the state’s manutfac- 
turing workers. 
Plant Vs. Equipment Spending 

Spending for new plants in Massachusetts will 
increase about 17 per cent this year, but that for 
machinery and equipment is expected to be 
slightly below 1956. Plant investment will con- 
stitute 31 per cent of scheduled capital expendi- 
tures. The 
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durable-goods industries plan to 
per cent of capital spending to new 
Soft goods producers expect that 
23 per cent will go for new plants. 


construction. 


All industries in the hard-goods group, with 
the exception of the miscellaneous classification, 
plan to maintain or increase the share of spend- 
ing for new plants this year. Among nondurables 
industries only the apparel, paper, printing and 
miscellaneous classifications have programmed 
smaller proportions of capital outlays for con- 
struction this year than in 1956. 

While total expenditures for new machinery 
and equipment are expected to drop five per 
cent, the hard-goods producers will increase such 
spending by eight per cent. Equipment expendi- 
ture plans of soft-goods manufacturers are 18 
per cent below last year. 


Vs Ref 
Divergent trends are evident in 1957 expansion 
plans. 


Expansion placement 


The durables industries continue to dem- 





onstrate confidence in the future with planned 
expenditures of $103 million for expansion pur- 
1957. This is 27 per cent more than 
they spent for expansion in 1956. Only one in- 
dustry in the durable-goods group — stone, clay 
and glass firms — plans to reduce the share of 
capital outlays devoted to expansion. 
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Spending 
for expansion by the soft-goods industries is ex- 
pected to fall 18 per cent below that of last year. 
Nevertheless the apparel, chemicals and 
miscellaneous nondurables industries have pro- 
grammed higher outlays for expansion. 
Spending for replacement and modernization 
of plant and equipment will decline six per cent 
in 1957. The durable-goods manufacturers, how- 
ever, expect such expenditures to exceed those of 
1956 by nine per cent. The transportation- 
equipment industry plans the greatest increase. 


food, 


Sources of Funds 
funds, such as retained 
earnings and depreciation reserves, will continue 
to provide the lion’s share of the money for capi- 
tal outlays. Current estimates indicate that 80 
per cent of the necessary funds will come from 
internal sources. Borrowing, which provided ap- 
proximately 20 per cent of the funds for last 
year’s large capital expenditures, will account 
for only 16 per cent in 1957. Slightly less than 
four per cent of capital needs will be met by 
lease arrangements this year. Stock issues and 
other methods of obtaining capital will account 
for less than one per cent of the total. 

Internal sources are being counted on to pro- 
vide about $229 million, five per cent more than 


Internal sources ol 





CAPITAL SPENDING PLANS OF MASSACHUSETTS MANUFACTURERS FOR 1957 
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was obtained from these sources fast year. Lend- 
ers will be asked to supply 20 per cent less than 
the $58 million borrowed in 1956. Massachusetts 
manufacturers expect to lease almost $11 million 
worth of new plant and equipment this year, 
compared to $7 million in 1956. 

Selected Metropolitan A 

Current estimates indicate that during 1957 
firms in the Boston, Worcester and Springfield 
areas will account for over 70 per cent of total 
capital expenditures by Massachusetts manufac- 
turers. Last year they accounted for 62 per cent 
of such spending. Firms in these areas employ 
approximately 60 per cent of the state’s manufac- 
turing labor force. 

In the Boston and Worcester areas, capital 
spending is expected to be higher than last year. 
Outlays in the Springfield area are expected to 
show little over-all change. Firms in the Boston 
area will make nearly 50 per cent of total capital 
expenditures planned by manufacturers in the 
state compared to 43 per cent last year. The 
Worcester and Springfield areas will account for 
10 per cent and 12 per cent of capital spending 
respectively. Last year capital spending in the 
Worcester area accounted for only seven per cent 
of the state total. Springfield firms accounted for 
12 per cent. 

Trends Since 1954 

The expected leveling off of capital investment 
in 1957 contrasts with a 30 per cent gain chalked 
up by manufacturers in Massachusetts during 
1955 and 1956. In 1954 and 1955 total capital 
spending by soft-goods manufacturers exceeded 
that of durables firms. In 1956, however, the 
continued faster rate of increase among durables 
producers resulted in six per cent higher expendi- 
tures by this group. During 1957 the hard-goods 
makers anticipate continued growth in capital 
investment, though at a less rapid rate than in 
1955 and 1956. For the first time since 1954 cap- 
ital expenditures of the nondurables group are 
expected to fall below those of the previous year. 

The proportion of capital spending allocated 
to expansion of production facilities has in- 
creased in every year since 1954. In that year 
somewhat over one-third of expenditures were 
devoted to expansion. The proportion jumped 
to 45 per cent in 1955 and to just under 50 per 
cent last year. This year spending for expansion 
is expected to account for 53 per cent of total 
capital investment. 

The proportion of funds earmarked for expan- 
sion has been even larger among the hard-goods 
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Technical Note 


| Data contained in this article are based on infor- 
| mation submitted by more than 1,000 manufactur- 
ing firms in Massachusetts. These firms account for 
45 per cent of total manufacturing employment in 
the state. 

Estimates of capital expenditures in each industry 
were derived by projecting the expenditures re- 
ported by participating firms in each employment 
size class on the basis of their employment in rela- 
| tion to the total number of workers in each size 
| class. 
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industries. It increased from 35 per cent of capi- 
tal outlays in 1954 to 56 per cent in 1955. Expan- 
sion expenditures took about the same share in 
1956, but are scheduled to account for nearly 
three-fifths of total spending by the durables 
group this year. Among soft-goods manufacturers 
spending for expansion remained at 35 per cent 
in 1954 and 1955. It increased to 43 per cent last 
year and is expected to hold this share in 1957. 

Borrowing played an increasingly important 
role in the capital spending plans of Massachu- 
setts manufacturers from 1954 to 1956. About 11 
per cent of funds poured into new plant and 
equipment during 1954 were obtained by bor- 
rowing in forms such as bank loans and bond is- 
sues. In 1956, in spite of the tight credit market, 
one-fifth of plant and equipment outlays were 
financed by borrowing. This year manufacturers’ 
demands for borrowed funds is expected to fall 
to 16 per cent of the capital needed to fulfill cur- 
rent spending plans. 

The durable-goods industries have obtained a 
smaller proportion of funds from borrowing than 
solt-goods industries during the period since 
1954. This year, such sources of financing will 
account for only ll per cent of expenditures 
planned by the hard-goods manufacturers. The 
nondurables industries hope to borrow almost 
one-quarter of the funds needed in 1957. 


Tentative Plans for 1958 
Only 10 per cent of the firms that participated 
in the survey were able to estimate expenditures 
for 1958. Most of these firms are fairly large as 
measured by employment. Nearly one-half of 
them employ more than 500 workers. 
Preliminary estimates by these manufacturers 
indicate that their total capital outlays may rise 
by as much as 20 per cent in 1958. Confidence 
in the need for additional plant and equipment 
is prevalent among the durables producers, par- 
ticularly those in the nonelectrical-machinery, 
electrical-machinery, transportation-equipment 
and instruments industries. 








REVIEW OF THE FIRST QUARTER: 


Business Takes a Breather 


New England’s economy cruised along in high 
gear during the first quarter of 1957, but the 
pressure on the throttle was visibly slackened. 
The volume of new orders received by manufac- 
turers declined as some businessmen reduced 
purchasing for inventories. Output of the re- 
gion’s manufacturers slipped slightly from the 
high year-end level. While demand for credit 
continued strong, it eased somewhat from the 
fast pace of the last half of 1956. 

Employment in New England exceeded the 
year-ago level during the first quarter, but was 
below that of the last half of 1956. Average 
weekly earnings of factory workers continued to 
rise in spite of some curtailment in hours. De- 
partment store sales slightly surpassed last year’s 
figures, but sales of automobiles were off. 

Production in the region stabilized at a high 
level during the first three months of 1957. The 
New England manufacturing index was two 
points below the December level in both January 
and February, at 117 of its 1950-52 base. Season- 
ally adjusted production in the region during 
the first two months was slightly below the cor- 
responding months of 1956. Of the four industry 
indexes available, paper was the only one show- 
ing a slight increase over year-earlier levels. 

Inventories rose somewhat during the quarter, 
but the rate of accumulation slowed. The New 
England Purchasing Agents Association found 
little evidence of any accumulation against the 
possibility of price increases; in March the up- 
ward trend in commodity prices seemed at least 
temporarily halted. There were some signs of 
less raw material buying as stocks remained 
high and orders slow. New orders in February 
dropped more than usual, and were in large part 
short-term. February orders ran below’ sales, 
thereby reducing unfilled orders. 

Prices during the first quarter revealed an 
undercurrent of mixed trends. The Consumer 
Price Index for the United States continued up- 
ward and reached a new high of 118.9 in March. 
That point was 3.7 per cent above the level of 
March 1956. Food and housing costs led the 
advance. The Massachusetts Retail Price Index 
followed the same pattern. 

Wholesale prices in March were 3.6 per cent 
above a year earlier. The sensitive commodity 
index dropped slightly from December 
end of February and then steadied. 


to the 


4 


New England nonagricultural employment 
during the first quarter of 1957 was below 
the level of the last half of 1956 but slightly 
above the early months of 1956. 
employment dropped by 23,000 from 
March 1956, chiefly because of a decline of 
7,000 in nondurables industries. Textile mills 
showed the largest drop, losing more than 20,000 
over the year, 


Manufacturing 
about 


but losses were general among 
producers. The durable-goods _ in- 
dustries registered an increase of 14,000 over 
the year. Gains of several thousand occurred in 
transportation-equipment and nonelectrical- 
machinery plants. 
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The nonmanufacturing group was respon- 
sible for boosting the early 1957 level of non- 
agricultural employment above last year. 
government, finance, 
contributed to a gain of nearly 
March 1956. 

‘Total insured unemployment in New England 
rose carly in 1957, largely because of seasonal 
factors such as post-Christmas and year-end in- 
ventory layoffs and a ks in outdoor activity. 
The level at the end of March, 
30 per cent abov Ca year ago. 

Man-hours worked by New England factory 
workers rose seasonally in February with increases 
in the workweek in the nondurable-goods indus- 
tries more than offsetting a decline in manu- 
facturing employment. However, 


Trade, 
and service categories all 
40,000 since 


however, was 


the production- 
worker man-hour index was below year-ago levels 
in January and February because of curtailments 
in hours and employment in the soft-goods 
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industries. The February index for the durable- 
goods industries was unchanged from the Feb- 
ruary 1956 level. 

Average weekly earnings continued to register 
year-to-year gains in all states of the region even 
though average hours worked in February, while 
above January, were below the year-ago level in 
all states except Maine. 

Department store sales in New England during 
the first quarter dropped one per cent below a 
year ago. Sales were two per cent above year- 
earlier levels in January and one per cent higher 
in February. ‘Three major factors influenced the 
year-to-year loss of five per cent in March. The 
later date of Easter this year normally would 
cause March sales to lag behind those a year ago 
by nine per cent, with a corresponding increase 
expected in April. However, three major snow- 
storms cut seriously into pre-Easter shopping 
volume last year. Finally, March 1957 had one 
less shopping day than March 1956. 

Sales of women’s and misses’ apparel and 
accessories and men’s and boys’ wear bettered 
year-ago levels during January and February. 
Sales of the homefurnishings departments trailed 
last year’s figures in spite of gains in sales of 
major household appliances. Basement store sales 
lagged behind last year’s volume in both months. 

New car registrations in New England were 16 
per cent below a year ago during January and 
February. Nationally, similar figures were down 
less than one per cent. 

The amount of consumer credit outstanding at 
the region’s banks, consumer finance companies, 
and credit unions continued to expand slowly 
during January and February. The total at the 
end of February was 16 per cent above a year 
ago. The volume of consumer loans made in 
February exceeded the year-earlier volume by 
nearly three per cent. 

New England construction contract awards 
declined by a third in the first two months of 
1957 from the similar 1956 period, according to 
F. W. Dodge Corporation. A sharp drop in 
public works awards from abnormally high levels 
in the first quarter of 1956, mainly for highways 
and bridges, accounted for most of the decrease. 
Increases in nonresidential awards offset declines 
in the residential area. In spite of the recent 
decline in contract awards, construction employ- 
ment in New England continued at record levels. 

Mortgage loan growth at savings institutions 
in New England was less rapid than in recent 
years. Savings inflows were used for purchases 
of securities in greater amounts as rates have 
become more attractive. 
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Commercial bank loans in the region declined 
about in line with the seasonal expectation dur- 
ing the first quarter, in contrast with increases 
in the first quarters of 1955 and 1956. Consumer 
and real estate loans each fell slightly. Business 
loans, however, after declining quite substan- 
tially in January and February, rose sharply 
during the corporate tax payment period in 
March. Loans to metals, paper and printing, 
and lumber manufacturers and to public utilities 
accounted for most of the increase in business 
loans during the first quarter. 

Durable Industries 

New England firms making electrical machin- 
ery and equipment employed slightly fewer 
workers in the first quarter than they did a 
year ago. Most of the reduction took place in 
the heavy-industrial electrical machinery and 
equipment sector of the industry. In the elec- 
tronics division, radio and television-tube output 
was curtailed due to an overstocked situation. 
But continued expansion at plants making elec- 
tronic equipment for military purposes, such as 
guided missiles, more than offset this decline. 

New England nonelectrical-machinery firms 
continued to be busy during the quarter. Em- 
ployment in the industry exceeded a_ year 
ago by more than three ‘per cent. However, 
a slowing-down in activity that was noted in 
certain segments of the industry in the latter 
part of 1956 continued. Production remained 
high at most machine-tool plants although order 
backlogs declined. Textile-machinery foundries 
generally ran five days a week, but their melt 
during the first quarter was 11 per cent below 
a year ago, reflecting a drop in orders. Paper- 
machinery firms also reported that orders fell 
although they still had about a year’s backlog. 

New England's outstanding growth industry 
during 1956 was transportation equipment. Em- 
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ployment increased about 19,500 or 19 per cent 
between March 1956 and March 1957. Con- 
necticut’s aircraft industry hired about 14,000 
new workers. Helicopter plants continued to 
expand rapidly during the quarter and_ there 
was no slackening in the rate of demand for 
aircraft parts and engines. Shipyards with con- 
tracts for large oil tankers accounted for most of 
the increase in employment in the transportation- 
equipment industry in Massachusetts. 

Steel ingot production in New England was 
17 per cent below a year ago during the first 
quarter. Demand for wire and wire products 
was disappointing mainly due to the slow-down 
in building. A year ago users of iron and steel 
products were stocking up in anticipation of 
a steel strike. This year users have been reducing 
inventories. 

Some foundries worked five days a week, others 
only three or four. They ordered iron on a hand- 
to-mouth basis during the first quarter. Pipe 
producers were fairly busy, working on a three- 
shift, five-day week. The Everett blast furnace 
operated at full capacity following a 28-day 
shutdown in January caused by a labor dispute. 
Demand for pig iron for export was strong. 

The rate of growth of New England’s instru- 
ment industry leveled off during 1956. March 
1957 employment was two per cent below a year 
ago. Massachusetts companies, which employ 
over half of the New England total, fared better 
than Connecticut firms, particularly those making 
clocks and watches. March employment in 
Massachusetts was five per cent above a year ago. 

Production and employment in the lumber 
industry were maintained at high level during 
the first quarter. Prices of hardwood, spruce and 
white pine lumber remained steady. 

Order backlogs were reduced in the furniture 
industry, but employment and production re- 
mained at high levels. Prices in some segments 
of the industry fell in the nation but most New 


England manufacturers were able to maintain 
their existing price structure. 


Nondurable-Goods Industries 

Unfavorable market conditions continued to 
plague the region’s textile mills during the 
early months of the year. Overproduction con- 
tinued to be a major problem. Some mills an- 
nounced intentions of producing only for order. 
All segments of the industry were affected, but 
the most drastic curtailments occurred in the 
cotton and synthetic divisions. Several mills 
closed permanently or started to run out stocks. 
Among these were the Androscoggin and York 
divisions of Bates Manufacturing Co. in Maine 
and several mills of Berkshire Hathaway, Inc. 
Workweeks were also shortened at many plants. 

Early in the year the cotton industry welcomed 
the announcement by the Japanese government 
that textile exports to the United States would 
be limited during the next five years. February 
cotton consumption by New England mills fell 
23 per cent below last year’s level. Output of 
the New England textile industry in February 
was 17 per cent below a year ago. 

The garment industry emerged from its mid- 
winter slack season as plants went into volume 
production of spring and summer lines. Staffs 
were expanded and hours increased in most 
areas. Outerwear and millinery manufacturers 
especially were at seasonal production peaks. 
Despite this expansion, the operating level of 
the industry during the quarter did not equal 
that of a year ago. Retailers were slower in 
placing orders for spring lines. 

New England shoe plants reached their pro- 
duction peak on spring lines during the first 
quarter but neither output nor employment 
came up to first quarter 1956 levels. Regional 
shoe output during January and February totaled 
close to 35 million pairs but was 10 per cent 
lower than in the comparable period of last 
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year. Nationally, production during the first two 
months of the year declined six per cent. The 
lateness of Easter this year and substantial retail 
inventories delayed the placing of orders for 
spring and summer lines. The manufacturing 
index for the New England leather industry 
reflects the slower production pace in early 1957. 

New England rubber products plants curtailed 
operations during the first quarter of the year. 
Employment in the industry in March was 
over eight per cent below year-ago levels. An- 
nounced cutbacks in tire production at the end 
of March offset some seasonal expansion in other 
segments of the industry. 

The post-Christmas seasonal cutbacks in 
jewelry output were sharper than usual this year 
and spring business did not come up to early 
expectations. Short hours prevailed in many 
plants. Heavy inventories at retail resulted in 
curtailed ordering. Production of better grades 
of jewelry items held up better than low-priced 
lines. The slump during the first quarter of 1957 
contrasts with the fast pace set by the industry 


in the early months of 1956 when sales expecta- 
tions were high and manufacturers were trying 
to fabricate as much merchandise as possible 
before the raising of the minimum wage. 

New England’s pulp and paper industry main- 
tained its high level of production during the 
first quarter despite a cutback in employment 
from December and year-ago levels. Increasing 
fuel costs adversely affected most mill operations 
in New England. Two high-cost mills discon- 
tinued operation. In Massachusetts, on the other 
hand, one national company started manufactur- 
ing in the region for the first time by purchasing 
a small mill. The same company also completed 
arrangements for constructing a large new paper 
mill in southern Connecticut. 

Employment in the region’s chemical industry 
exceeded the year-ago level by two per cent in 
March. Plastic plants showed the greatest ex- 
pansion. A recent survey by the Manufacturing 
Chemists Association indicates the industry will 
spend over $10 million on new construction in 
New England during 1957 and 1958. 





Strong Start, Weak Finish to Ski Season 


New England’s ski area lodging proprietors 
entertained thoughts of a banner season in 
December as good skiing conditions and heavy 
reservations for the January-March period both 
made their appearance. New ski areas were 
opened and new lifts and trails available in pre- 
viously established areas. Additional work had 
been done to smooth slopes, in order to make 
even light snowfalls skiable. Some lodging places 
not previously open during the ski season had 
planned to stay open this year. All was in readi- 
ness for a busy season. 

The season got off to a strong start during 
December and the first three weeks of January. 
Occupancy of reporting lodging places for the 
two months was 15 per cent greater than a year 
earlier. Good skiing conditions were generally 
available in most of New England during the 
period. As a result, some of the more northerly 
resorts did not get as much business as they 
would have if conditions had been less favorable 
elsewhere. Extremely cold weather in early Janu- 
ary may also have contributed to this situation. 
Occupancy of the hotel and inn group for the 
two months was 13 per cent higher than a year 
earlier while for the guest house and cabin group 
it rose 20 per cent. 

Then came the thaw. Very warm weather at 
the beginning of the fourth week in January 
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virtually ended good skiing in most of New 
England. Very little skiable snow fell in the 
region following the thaw. A couple of storms 
in March that could have helped snow-cover in 
the northern states dumped most of their snow 
in southern New England where it did not last 
very long. Occupancy fell only one per cent 
below year-ago levels in February, thanks to 
long-planned reservations, school vacations, and 
a long Washington’s Birthday weekend. Im- 
proved slopes and other recreational facilities 
helped hold occupancy up in the face of poor 
snow-cover in most -areas. 

By March the combination of heavy use and 
lack of fresh snow in any appreciable amounts 
began to take their toll. Occupancy of reporting 
lodging places during the month was 19 per cent 
lower than a year ago. Even the improved facil- 
ities and accommodations which helped sustain 
February’s business were of little avail in March. 

Occupancy for the four-month period was one 
per cent above a year ago, as the strong gains of 
December and January were nearly erased by 
the small February and heavy March losses. Im- 
proved facilities and the continued growth of 
interest in skiing helped prevent the season from 
falling below last year’s totals. These factors will 
grow even more important as winter vacations 
become more prevalent. 
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MASSACHUSETTS | NEW ENGLAND | UNITED STATES 
MANUFACTURING INDEXES (1950-52 = 100) (1950-52 = 100) | (1947-49 = 100) 


(seasonally adjusted) Per Cent Change from: Per Cent Change from: | Per Cent Change from: 


Feb. '57 .'57 Feb. '56 Feb.'57 Jan.'57 Feb.'56 | Feb.'57 Jan.'57 Feb. '56 
All Manufacturing 114° — 2 117 | 147 + 
Primary Metals OE — 3 103 143 - 
Textiles a7 —23 72 101 — 
Leather 101r —21 111 105 — 
lite — 5 120 | 157 




















NEW ENGLAND | UNITED STATES 
Per Cent Change from: | Per Cent Change from: 
Feb.'57 Jan.'57  Feb.'56 | Feb.'57  Jan.'57 Feb. '56 








BANKING AND CREDIT | 
Commercial Loans ($ millions) 1,489 1 + 8 29,831 1 +16 
(Weekly Reporting Member Banks) | 
Deposits ($ millions) 4,180 2 0 | 92,143 3 0 
(Weekly Reporting Member Banks) 
Check Payments ($ millions) 6,971 + 5 178,049 
(Selected Cities) 
Consumer Installment Credit Outstanding 215 210 
(index, 1950-52 = 100) 
TRADE | 
Department Store Sales VAT 124 
(index, seas. adj. 1947-49 = 100) | 
Department Store Stocks 128 140 
(index, seas. adj. 1947-49 = 100) | 
EMPLOYMENT, PRICES, MAN-HOURS, & EARNINGS 
Nonagricultural Employment (thousands) Fi } 51,245 
Insured Unemployment (thousands) 137 | 1,742 
(excl. R. R. and Veterans programs) 
Consumer Prices 119.3 118.7 
(index, 1947-49 =100) (Mass.) 
Production-Worker Man-Hours 96.0 105.3 
(index, 1950 = 100) } 
Weekly Earnings in Manufacturing ($) 74.40 82.41 
OTHER INDICATORS (Mass.) | 
Construction Contract Awards 
($ thousands, 3-mos. moving averages) 
Total 107,946r 0. | 1,981,141F 
Residential | 40,447r ae 716,379r 
Public Works 13,449r oa 303,442r 
Electrical Energy Production 182.7 228.2 
(index, seas. adj. 1947-49 = 100)* 
Business Failures (number) Y & fs 1,146 
New Business Incorporations (number) 626 10,791 
rf —revised series n. a. — not available 
*figure for last week of month 
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